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FOREIGN INVESTMENT RELATIONS x 

H. A. OVERSTREET 

Professor of Philosophy, College of the City of New York 

IN the rich material that has been presented to us this morn- 
ing two lines of thought have been pursued which have 
not always been kept clearly apart. Let me indicate 
what these two lines of thought have been and point out the 
salient issues to which they lead. 

In the first place, the discussion has concerned itself with the 
relation of investors (individuals and groups) to the foreign 
countries — in the main, the backward countries and dying em- 
pires — in which investments have been made. In the second 
place, it has concerned itself with the relations of the investing 
groups within the several advanced countries to each other. 
Out of these two lines of thought two very different sets of 
problems have arisen. There has appeared to be some dis- 
agreement among the speakers in the treatment of these prob- 
lems ; but I think that on reflection we shall find that the dis- 
agreement has been more apparent than real, that the speakers, 
as a matter of fact, were simply addressing themselves to 
different issues. 

With respect to the first line of thought — the relation of in- 
vestors to the countries in which the investments are placed. 
It was said, and said rightly this morning, that investments 
have not in all, or even in most cases been made for the benefit 
of the backward countries. There has been, in large measure, 
what has been called " exploitation." Now exploitation is a 
word of double meaning. We may exploit a problem in the 
sense of finding out what is in the problem ; we may exploit a 
territory in the sense of finding out and bringing out what is in 
that territory. In this respect, as several of the speakers 

1 Address delivered at the National Conference on Foreign Relations of the 
United States, held under the auspices of the Academy of Political Science, at 
the Chamber of Commerce, New York, June I, 191 7. 
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pointed out, investment has unquestionably been a good thing 
for backward countries. Without investment, in the sort of 
economic world in which we live today, the backward coun- 
tries would undoubtedly still, in large measure, be as backward 
as they ever were. With investment, these countries have 
been enabled to enjoy somewhat of the fruits of civilized pro- 
gress. In this sense, therefore, investment in the backward 
countries has been a beneficent type of enterprise. With that, 
I think, we should all agree. 

However, I think we should all equally agree that invest- 
ments in the backward countries have not always been above 
suspicion of doing a great deal of harm to the people of the 
countries in question. One remembers the highly usurious 
rates of interest charged the Egyptian government by the Eng- 
lish lenders, interest that had to be made good by means of 
taxes that weighed crushingly upon the native population. 
One remembers the partition of Persia by Russia and Great 
Britain, a partition growing directly out of the interests or 
apparent interests of British and Russian investing groups. 
It is a case of clear record, I think, that by reason of the type 
of financial diplomacy employed in the Persian situation, a 
very promising rising of the Persian people was suppressed; 
and Persia is now a forlorn dependency, held in the grip of 
creditor nations. One remembers the reprehensible type of 
exploitation in the Congo region. So one might go on. If 
we are perfectly frank with the matter, we must agree that 
investments have been both good and bad, and that the prob- 
lem of our world today is to support the good type of invest- 
ments and to get rid of the bad type. 

Leaving that line of thought for a moment, let us pass to 
the second — the relation of the investing groups in the several 
advanced nations to each other. Mr. Howe, in his paper, made 
the clear-cut statement that wars have been created by finan- 
cial groups. That, I think, is a statement which would be 
challenged by a number of persons; and I suppose that the 
value of a discussion of this kind lies in the clarifying of such 
an important issue. If it is indeed true that modern wars have, 
in the main, been caused by financial groups, or, to put it in 
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reverse order, if the relations of the investing groups of the 
several nations have been such as to cause irritations and con- 
flicts that have eventuated in war, then I think we have found 
a very important clue to the kind of settlement that must be 
made at the end of this war if a lasting world peace is to be 
assured. 

I believe that Mr. Howe is fundamentally right in his con- 
tention. To the popular mind wars are still at root either 
racial or political. To the mind, however, which penetrates 
to causes, modern wars are essentially economic. Take, for 
example, the Russo-Japanese War. That war — to the popu- 
lar mind a fight between races and governments — was in reality 
a war brought about to protect the considerable investments 
in the rich forest lands of the Yalu which had been made by a 
clique of Russian noblemen, including the Czar. The Russian 
army went into the war — half-heartedly enough, perhaps, but 
nevertheless — believing it to be a war of the Russian nation 
against the Japanese nation. They were fighting, so they 
thought — and so we thought — for Russia's " national " inter- 
ests. As a matter of fact, if we look at the matter quite clearly, 
it was for the interests of a small controlling group of capital- 
istic noblemen that they were fighting. 

This case is, I believe, typical. I need not pursue the mat- 
ter by going into the economic issues of the Anglo-African 
war, the Balkan Wars, the war in Tripoli, the war-that-might- 
have-been over the Morocco crisis, and so on. It seems clear 
to me that the fundamental cause of modern wars has been the 
competition of small capitalistic groups controlling the gov- 
ernments of the several nations, and enabled, by reason of that 
control, to have at their command both the services of the for- 
eign offices and the power of the army and navy. 

The upshot of this whole discussion then is this: granted 
the beneficence of certain types of investments; granted the 
evil of other types of investments; granted, in addition, the 
fact that we have not only the evil of certain tyj^es of invest- 
ments themselves but also the evil of groups in the several 
nations competing with each other under the cloak of " na- 
tional interests," and we have the modern situation. If this 
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is, indeed, the modern situation, and if, in it, we find the tap 
root of our international evils, the simple question is, how are 
we going to change the situation in such manner that the evils 
which we now so widely deplore shall be eradicated? 

Let us remind ourselves again of this : if we consider our 
difficulties today to be fundamentally political, we shall seek 
one kind of world reorganization; if we consider our difficul- 
ties fundamentally racial, we shall seek another kind of re- 
organization ; if, however, we consider them fundamentally 
economic, we shall seek quite another kind of reorganization. 
Therefore if this picture of the international situation which 
has been painted for us this morning is a true one — and I think 
it is — we shall be induced to search for a type of world re- 
organization that is essentially economic. 

What shall that be? The major difficulties in the whole 
situation have been the struggle of competing groups of finan- 
ciers to control investment areas in the backward countries and 
dying empires — to open the doors of privilege to themselves 
and to close them to the groups from other nations. The escape 
from these difficulties, quite simply, lies in the complete re- 
pudiation of the principle that any group or set of groups 
shall have the right, with the aid of their national government, 
to control or monopolize areas of investment. Take the case 
of Morocco. Had Morocco been kept perfectly open to all 
investors — French, German, English, American and so on — 
all that rattling of the sabre that amused our cartoonists so 
hugely and that made statesmen grave, all the parleying and 
bluffing and sending of warships, all the secret dealings be- 
tween France and England would have had utterly no ex- 
cuse for being. 

The crux of the whole matter, then, is precisely here: the 
investment areas of the world must be free. In other words, 
we must have free trade not only in the sense of a free ex- 
change of commodities, but in the sense of free and equal 
investment privileges. 

Now the securing of such an international open door for 
investments is not so difficult a matter as one might suppose. 
I find that the thought of most people about internationalism 
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is that of an organization of a great world state. That is a 
pretty large thing to engineer; and one may be pardoned for 
doubting whether it will be achieved at the end of this war. 
But if one reads the actual history of the internationalizing 
process, one gets quite a different conception of what the next 
steps in world organization are to be. For instance, take the 
International Postal Union. Most of us are not consciously 
aware of its existence ; and yet there it is, working constantly, 
keeping this world together in an international way, perform- 
ing one of the most far-reaching and essential tasks that there 
is in the world. What is this International Postal Union, after 
all ? It is, in point of fact, a small section of international 
government. It has its specific tasks to fulfill, its specific in- 
ternational interests to conserve. It is international govern- 
ment, in short, within a specific sphere. Take, again, sanita- 
tion. In the old days there was absolutely no international 
regulation of sanitation. Ships and railroads might come and 
go, carrying with them the seeds of disease and pestilence. 
Today we have an International Sanitation Commission mak- 
ing the laws and enforcing the laws of international health 
regulation. This again, is a case of international government 
within a specific sphere. Again, we have in Europe, or did 
have before the war, an international railway commission 
to organize all those matters which concern inter-nation rail- 
way traffic. We have in Rome an international institute of 
agriculture. We have international commissions for the regu- 
lation of telegraph and radiograph services. 

This is the way in which the international state has been 
growing into being — through the organization of commissions 
for the performance of special tasks in international govern- 
ment and administration. If we are wise, we shall expect, 
after this war, no sudden, large organization of an international 
state. We shall rather look to the continuation of the same 
kind of process which has been so successful in the past. 

What then is to be the next step in the development of inter- 
national government? Unquestionably, if we take the true 
course, it will be the formation of an international com- 
mission whose function it will be to organize this as yet un- 
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organized — really anarchic — matter of foreign investments; 
an international commission which will have for its specific 
task keeping investment fields open on free and equal terms 
to investors of all countries. Such a commission will look 
upon " spheres of influence " and " privileged concessions " 
very much as national commissions now look upon interlocking 
directorates and secret rebates. But not only will it have this 
task of freeing fields for equal investment ; it will have the task 
also of scrutinizing all investments in backward countries to 
the end of determining whether they are made in terms that 
are decent and human or in terms that rob and oppress. 

It is only a small step in advance then that the world need 
take in order to rid itself of what has, in the past few decades, 
been the most potent cause of wars. It needs no magnificent 
creation of an all-embracing commonwealth. It needs simply 
an extension of the kind of organization that has been achieved 
in the fields of postal service, sanitation, railroading, tele- 
graphy etc., into this trouble-breeding field of foreign in- 
vestment. 
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